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Spurrnd by Aslatic coneern over tha Indonegian imbroglio, the Seeurity
Council is contemplating further action to force the Mitch toward a reason-
able settlement. MHeamnhile progrese in the Ul-sponsored Rhodes armistice
talka betwnen Bgypt and Israel have pivan rise to cautious optimism., The
brask-up of the WFTU into eastern ami western bloes appears at hand as the .
VFTU Executive Bureau meets in Paris.
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OEEC_strengthening in proppect. WAth the US Gongress about to cast o

eritical eys upon European economic cooperation and progress towards re-
covery, tha ERP countries will probably socon take reasures to strengther the
OEEC on & high political level, The British, previously the chief holdouts,
have raportedly agreed to such a need and are thinking of establishing &
five-man working commitiee of key ministers from the UK, France, Italy,
Banslux and & Scandinavian country, which would mest frequently to deal with

8such vital problems as reconciling the conflicting UK end continental re-

covery views. Belgium Premler Spaek has expressed concern over bringing

the UK to understand the continental view that the ERP is concerned with'

the needs of Furope as e whole, which, sccording to Spask, basically differs
from the Britlsh view, seemingly concerned only with UK sconomlic racovery.
Thare is indeed a basic diffaerence betwzen the UK viaw that recovery plenning
should be on & severe austerity basis in order to achieve a balance of pay-
ments by 1952, and the French view that it should aim at a reasonebly good
living standard based on expanded imports and exports. The UK four-year
plan, bazed on continuved austerity, envisages limiting imports from the
continent, whiia the French rely on increased exports, largely to the UK,
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Palegstine dyvelepments. Last weak?s tension in the Middle Rast fol-
lowing the Jeoraell attack cn RAP planes has been somevhat relieved. Civility,
if not wermth, appears to prevail at Rhodes and progress of the talks batwesn
Fgypt and Israal, including release of the Faluja garrison, justifiea some
optimiem respecting the outcome of tha conversations. The conference, how-
ever, has not yet come to grips with the probler of drawing permanent armistice

lines, which will inevitably exercise & practicel ~ffect upon the ultimate
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O territorial settlement. The British are still backing the Arabe in seeking
@ corridor across the southern Negeb to connect Fgypt with Transjordan and
Iraq, IXsrael still desiree an outlat io the Red Seo at the head of the Culf
of Agaba. If, however, the Jews cun obtain a prace which will permit the
regurption of much-needed mormal econcmic activity, there is some chance
that they may wliivately male some concessicon in the Nepeb. S
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aratio ro 8 with d Francg. US plans for huilding up the
Vestarn Gorman econcmy as an integral part of the FRP may be impeded by dis-
agreeront between the US, UX and France over two aspects of German reparations:
(1) dismantling of industrial plents and {2) use of rolling stock in Germeny.
Current intergovernmental negotiations concerning the Humphrey Committee
raport reveal stiffened resistemce to US proposels far reteining in Germany,
to aid general Furopean recovery, a number of industrial plantas originally
scheduled for dismantling. The British refuse to agrre to the retention
of forty-eight of the ons hundred sixty-seven plants on the Committes?s list.
Furthermore, they have expressed unwillingness to postpone any longer the
dismantling of certain plants on the reparations 1ist on the grounds: that
further delays in the face of opan German resistence will sariously sndanger
Britaints prestige as an o¢cupying power, '

In the matter of rolling stock, the French are causing the difficulty.

The July 1948 agresment for exchange of 23,000 of the 70,000 German freight
*C:) carg hald by France has been only partially implemented, The Fremch rain-

tain that the German cars are German externsl assets and, as such, belong

to France and now seek to divert new RCA oars from Bizone to France as the

price for returning the German cars. Since the US considers this unaccept-
- able, the Franch may present the {ssue to the Inter-Allied Reparations
Agency (IARA) where they bellave their claims to the German cars will be
upheld. Permenent retention by France of the disputed freight cars, coupled
with the possible return of French rolling stock now being used in Bizone,
would put & considerable strain on the transportation facilities of Western
Gernany and hamper its aconomic recovery.
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b© Soviet propspands in UN technical bedies. No international bhody, how~
ever technicel its functions, appearas sufficiently remote from the ideological
battlefisld to ba overlooked &g a vantage point for Soviet propaganda. For
example, Soviet Chairman Chernyshev's renarks in recent discussions of the

UN Fiscal Cormission on the fiscal sspects of the Trusteeship Council's
Provisionel Questionnaire for Trust Territories sounded the opening gun in
another local skirmish of the Soviet propaganda war on the "colonial® powers.,
Chernyshev followed this up by denouncing a project for elirinating inter-
national double taxation as a scheme to protect invastors who exploit under-
developad countries.
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ogit del tiop of Palestine gmigration. The )
International Refugee Organization, which in May 1948 relinquished respen-
Bibility for the moverent of Jewish rafugees to Palestine because of the
unsettled conditions thare, will raconsider thie decision at ite 25 Jamuary
Ganeva meeting. The Jewish voluntary aid agencies, which have borna this
responoibility meanwhile, are requesting resumption of IRO financing and
are strongly supported ly the US but opposed by the British, who contend
that conditions in Palestine remain too unsettled to justify a reversal of
the presaent policy. A conmpromise proposal. by the IR0 Director Coneral to

- authorlee temporary resumption of payments within the limits of the Organi-

zatlon's budget moy also be opposed by the UK. Support for thes British

- position has bsen pladged by the Commonwealth represantatives on the

Executive Comwittiee (Australis and Canadc) while Chins and Belgium are ex-
pected to favor the compromies. Belgium, howevar, has indicated its beldef
that the IR0 ghould instituim additionsl controlp over refugee movemenis to
ensure that only eligible persons are repatriated with IRO funds and to
avold billing IRO for such movements afher they have been completed. Final
resolution of this, the most serious political issue which has confronted
the IRO, may prove less difficult as official British agitation over Anglo-
Ipraell relations subsides and as Arab-Israeli truce talks progress. Re-
establishment of reasonably settled conditions in Palestine will almost
inevitably reduce UK opposition to renewed IRO activity in this field.
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USER_oppogses WETU dissolution ss Western labor leaders welk out.
Despito a last-ditch Soviet effort to forestall 1t, dissolution of the
World Federation of Trade Unicns into its eastern and western components
will be the practical effect of the decision of tha Vestern trade unionists
to walk out of the Paris meeting of ths WFID Executive Bureau. The British,
US and Duteh labor organizations decided upon this move when it became
apparant that the British proposal for suspension of the Fedaration for one
Year would be rejected by the Soviet labor bloc. Substentisl Soviet con-
cessions which night heve bean effective a few months ago (e.g., acceptance
of furthar limitations on WFTU activities and admission of the anti-Communist
Force Ouvriers) are almost certain to be refused by the now thoroughly dis-
11lusioned TUC and CIO. Further Soviet attampts to postpone the outcore by
referring the TUC proposal to other WFIU bediea will ba eaqually unsuccessful.

At & conference of the ERP Trade Union Advisory Committee in Bern im-
mediately followlng the Paris meeting, TUC and CIO leaders, together with AFL
representatives, are expected to begin consultations looking toward a new
labor international which would eventvally unite the non-Communist labor forces
of approximately twenty countries embracing an »stimated trade union membership
of 25 millions. Whether such a federation will be established promptly or only
after costly months ¢f debate will depend largely on forthcoming conferences

betwoen TUC and AFL~C10 leaders concerning the terms of US labor representation.
The TUC, while nomlnally committed to bringing the two US organizatioms into
eloser relaticnship, may bo reluctant te hasten this development since
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British labor would exert proportionately preater influence while US labor
remoined divided. :

With the fallura of iheir mfforts to salvage WFTU unity, the Soviet
trade unions will probahly reorganice the Federation on & more exclusively
Cormunist beeis and attenpt to parpetuste the nyth of woerld lebor solidacity
by casoclating with themselves fractional leftwing groups within the YUC,
CIO and other Waptern lebor orpanizations. The WFTU, retaining the suprort
of dominant labor organizations in the renaining thirty-five to forty
eountries, would continue to ba & polent instrument for the projscticn of
Soviet propsganda and power in the non-Communist world. ‘
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Satellites may withdraw from ILO. Recent indications that Poland and
Laechoslovekia may shortly withdraw from the International Labor Orpacizetion
probably reflect not only their own altered views toward the Organization but
also Sovlet determination to avold letting the ILO, with eastarn and wzstern
parts intact, survive the demise of the WFTU. The defection of Poland and
Czechoslovakia, once staunch ILO supporlers, was foreshadowed at the 3an
Frencisco Gonference last surmer when they atimcked the allegedly underocratic
character of the ILO Constitution and charged that ILO structure feiled to
Faprasent adsquately "the new damocracies." Prasgurs from the USSR may now
hestern this withdrawal as Sovyiet, tactice are revigad to meet the New intes-
national labor situmtion, 50 long as the WFPO cculd be maintained vndivided,
the strategy of the Scviet labor dloec was to tolerate Sateliite pariicipation
in the ILO. but at the sare time to criticize 41 as an ineffective tri-
peetits organization in which labor was irsdequately repressnted and to stress
the priracr of WETU as the only euthentis viiece of world labor, How, howsver,
thy USSR epperently sees the ILO left as the sole veating ground of ward
iabor ard may he unwilling te sanction Satellite participation in ar vrgani-
zation ¥hish 4% holds in contempt as “reformist-domingted.® The ourrant
vigit of the FLO Director Generel to Paland and Czechnsiovakie ray deley,
sut ds ot idkedly to prevent, ithelr exi from She Organization. Yuposlavie,
the waly her Sotellite ILO membar, has n3t attended recent confe cences ang
has praviosly given notics of intention to withcdraw. '
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Egrthﬂr‘ﬁcwactian“ggmgggggggig: Az ON consideration of the Indonesisn
imbroplio onters a new phase, the Security Coweell, having fafled to heit
Cutch "pulice action," wili seek Lo corpel the Netherlands Lo carry out its
promises in the Linggadjati and Renville Agresrents.  Since restoration of
the 18 Dacember status guo, as desired by the Republicts Asiatic Yerlends, ig
cbviously impossible 1n the face of Duteh refussl to withdraw their farceg,
the Council, recognizing this folt sccompii, will probably pass a resclution:
(1) ealling wpen the Duteh to follow a close schadule (in accordance with ivn
own anncunced timetable) for the formation of a federal Indonesian povernpert

and the transfer of Netherlands soveraignty Lo it; and (2) establishing an
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expanded UN committee with sironger powers to supsrvise this proomss. The
final resoluticn, however, will be purposefully vague ahout graduval with-
drawal of Netherlandstroops. 7The SC is under pressure to take sase such
further action beoause of both the threat of unilateral action by the
Asiatic states convening at New Delhi and the regultant loss of UN prestige
should the §C, seiszed of the question for many months, now act indecisively.
Council members, axcept for the USSR, Ukraine, France and Argentina (which
will probably abstain on eny such resclution), have already expressed
Qualified acceptance of the US draft enrbodylng these principles. In case
of an unanticipated French veto on the grounds that the UN lacks conpetence
to coddfder such én internal dispute, the question will probably be referred
to the International Court of Justice for an advisory opinion.

Despite repeated staterments that they will not comply with such a ras-

olution, tha Netherlands will probably not completely refuse to sbcept
its terms. The Dutch are also highly unlikely to withdraw from the UN and
thelr threats to do so are rather an attempt to discourage effective action.
Should the Netherlands fail to comply, however, serious internationsl reper-
cussions might follow. The Asiatic nations might then claim that since the
Dutch would not be bound by UN decisions, they, too, should be free to take
unilateral action. Also the Republican UN delegation reportedly will aeak
freedon of action by asking the SC to drop the issve. Foced with these
attitudes and with the improbability that e majority favoring stronger action
can be obtained, the SC can merely smaili a scftening of Dutch obstinacy

Q regulting from eventual realization that economic attrition following upon
oontinued guerrila activity will seriocusly demage the Dutch exchaquer.
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